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SUMMARY. EMBASSY DISCUSSED WITH FONOEF MATTERS RELATED TO 
SPECIAL ACCOUNT. IN ACCORDANCE WITH FINANCE MINISTRY VIEWS, 

FONOEF REQUESTS USG DEVISE PROCEDURE WHICH WOULD ALLOW INTEREST 
FUNDS TO BE DISBURSED DIRECTLY FROM INTEREST ACCOUNT. FONOFE 
REQUESTS TTPI EORWARD MONTHLY STATEMENTS COVERING FIXED DEPOSITS 
(AS WELL AS CURRENT DEPOSITS AND INTEREST). DUE TO TAIYO KOBE 
BANK ERROR SOME SPECIAL ACCOUNT FUNDS WERE PLACED IN DEPOSITS AT 
NOTICE CONTRARY TO ARRANGEMENT BETWEEN USG AND BANK. FONOFF HAS 
MADE SUGGESTIONS EOR CORRECTION OF THIS IRREGULARITY. ACTION 
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REQUESTED: HICOM VIEWS AND DEPARTMENT INSTRUCTIONS AS DESCRIBED 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


BELOW. END SUMMARY. 

1. DURING JANUARY 29 CONVERSATION WITH FONOEE REPS REPORTED 
SEPTEL, USE OF INTEREST AND OTHER MATTERS RELATED TO SPECIAL 
ACCOUNT WERE EURTHER DISCUSSED. 

2. RE INTEREST, SASAKI EXPLAINED THAT FINANCE MINISTERY (MOE) IS 
OPPOSED TO TRANSFER OE EUNDS FROM INTEREST ACCOUNT TO SPECIAL 
ACCOUNT BECAUSE A) IN PRINCIPLE, QTE PRINCIPAL UNQTE IN SPECIAL 
ACCOUNT AND INTEREST SHOULD BE HANDLED SEPARATELY, AND B) 
TRANSEERRING INTEREST EUNDS TO SPECIAL ACCOUNT WOULD MAKE IT 
DIEFICULT FOR GOJ AUTHORITIES TO MAINTAIN ACCURATE RECORD OE 
EXACT AMOUNT OE QTE PRINCIPAL UNQTE IN SPECIAL ACCOUNT REMAINING 
TO BE DISBURSED. THUS, EONOEF REQUESTS THAT PROCEDURE BE 
DEVISED TO ALLOW DISBURSEMENT OE EUNDS DIRECTLY FROM INTEREST 
ACCOUNT WITHOUT FIRST TRANSFERRING INTEREST EUNDS TO SPECIAL 
ACCOUNT. EONOEE SUGGESTS THAT USG TAKE NECESSARY STEPS TO 
PERMIT DRAWING CHECKS AGAINST INTEREST ACCOUNT. THUS, IN CASE 
WHERE CONTRACTED AMOUNT EXCEEDED ESTIMATED AMOUNT OR BALANCE 
UNDER ITEM IN LIST OE PRODUCTS 

AND SERVICES, TWO CHEKS-ONE AGAINST SPECIAL ACCOUNT, ONE 
AGAINST INTEREST ACCOUNT- WOULD BE NECESSARY. OTHER STEPS 
OUTLINED IN REE B PARA 2 COULD STILL BE USED. 

3. EMBOFE SUBSEQUENTLY DISCUSSED THIS QUESTION WITH KOMETANI OE 
TAIYO KOBE BANK. KOMETANI SAID THAT IF EMBASSY, ON BEHALE OE USG, 
WOULD WRITE BANK A) REQUESTING IT TO HONOR CHECKS DRAWN ON 
INTEREST ACCOUNT AND B) AUTHORIZING PETERSON AND WENDLER TO SIGN 
CHECKS, BANK WOULD PREPARE NEW CHECKS EOR INTEREST ACCOUNT 
(WHICH WOULD REQUIRE ABOUT ONE MONTH) AND, IN DUE COURSE, 

HONOR SUCH CHECKS WHEN PRESENTED TO IT. NO NEW SIGNATURE CARDS 
WOULD BE NECESSARY, SAID KOMENTANI. 

4. RE BANK STATEMENTS EOR SPECIAL ACCOUNT AND INTEREST ACCOUNT, 
SASAKI NOTED THAT CERTIFIED STATEMENTS HERETOFORE PROVIDED TO 
FONOFF HAVE CONTAINED INFO ON CURRENT DEPOSITS IN SPECIAL ACCOUNT 
BUT NOT ON FIXED DEPOSITS. MOF HAS EXPRESSED CONCERN THAT NOT ALL 
FUNDS IN SPECIAL ACCOUNT ARE ACCOUNTED FOR MONTHLY. THUS, 

SASAKI REQUESTED THAT HENCEFORTH MONTHLY CERTIFIED 
STATEMENT ON SPECIAL ACCOUNT'S FIXED DEPOSITS AS WELL AS 
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CURRENT DEPOSITS BE SUBMITTED TO FONOFF. (EMBASSY UNDER- 
STANDS FROM KOMENTANI OF TAIYO KOBE BANK THAT SUCH STATEMENTS 
ARE FORWARDED TO TTPI; IF SO, WOULD 

APPRECIATE RECEIVING COPIES FOR TRANSMITTAL TO FONOFF; 

IF NOT, PLEASE REQUEST FROM BANK.) 

5. RE FORM OF DEPOSITS IN SPECIAL ACCOUNT, SASAKI SAID MOF HAS 
LEARNED THAT SOME FUNDS IN SPECIAL ACCOUNT ARE IN FORM OF QTE 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


DEPOSITS AT NOTICE UNQTE. MOF HAS POINTED OUT THAT ARRANGEMENT 
BETWEEN USG AND TAIYO KOBE BANK STIPULATES THAT SPECIAL ACCOUNT 
MAY TAKE EORM OE CURRENT DEPOSITS OR EIXED DEPOSITS, BUT DEPOSITS 
AT NOTICE ARE NOT AUTHORIZED. TO REMEDY THIS IRREGULARITY, SASAKI 
SUGGESTED THAT ARRANGEMENT BETWEEN USG AND BANK BE AMENDED TO 
PERMIT PLACEMENT OE SOME EUNDS IN DEPOSITS AT NOTICE. SASAKI 
EURTHER SUGGESTED THAT AMENDMENT TO ARRANGEMENT BE BACK-DATED 
TO DEFECT EX POST EACTO REGULARIZATION OF EARLIER PLACEMENT OE EUNDS 
IN DEPOSITS AT NOTICE. (ACCORDING TO KOMENTANI, 25 MILLION YEN OE 
SPECIAL ACCOUNT WERE PLACED IN DEPOSITS AT NOTICE MARCH 30, 1974 
BY BANK EMPLOYEE UNFAMILIAR WITH DETAILS OF ARRANGEMENT BETWEEN 
USG AND BANK. TTPI HAD REQUESTED FIXED DEPOSIT OF TWO MONTHS' 
MATURITY; HOWEVER, SINCE MINIMUM ALLOWABLE MATURITY OE FIXED 
DEPOSITS IS THREE MONTHS (AT 5 PERCENT INTEREST), EUNDS WWERE 
PLACED IN DEPOSITS AT NOTICE (AT 4 PERCENT INTEREST) INSTEAD. 

MOF CALLED BANK RECENTLY TO CALL ATTENTION TO THIS ERROR AND 
REQUEST ITS CORRECTION. KOMENTANI SAID THAT BANK COULD 
EITHER CONVERT DEPOSITS AT NOTICE TO FIXED DEPOSITS OR AGREE 
TO BAK-DATED AMENDMENT TO ARRANGEMENT TO PERMIT DEPOSITS AT 
NOTICE. BANK WOULD PREEER LATTER ALTERNATIVE, HE SAID.) 

6. EMBASSY COMMENT. (A) EMBASSY FINDS FONOFF’S REQUESTS RE 
PROCEDURES EOR USE OF INTEREST AND RE BANK STATEMENTS REASONABLE. 

B) EMBASSY IS WILLING TO AMEND ARRANGEMENT WITH TAIYO KOBE BANK TO 
PERMIT HENCEFORTH PLACEMENT OF FUNDS IN DEPOSITS AT NOTICE. 

HOWEVER, EMBASSY QUESTIONS WHETHER ADVANTAGES OEFERED BY DE- 
POSITS AT NOTICE ARE SUEEICIENTLY ATTRACTIVE TO WARRANT AMENDING 
EXISTING ARRANGEMENT. EMBASSY ALSO SERIOUSLY QUESTIONS 
PROPRIETY OE BACK-DATING PROPOSED AMENDMENT TO PRIOR TO MARCH 
30, 1974. EMBASSY RECOMMENDS THAT PRESENT IRREGULARITY BE 
CORRECTED BY CONVERTING PRESENT (UNAUTHORIZED) DEPOSITS AT 
NOTICE TO THREE MONTH FIXED DEPOSITS OR CURRENT DEPOSITS, 

DEPENDING UPON TTPI'S ANTICIPATED NEEDS. END COMMENT. 
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7. ACTION REQUESTED. A) HICOM: 1. ADVISE WHETHER PROPOSED 
ARRANGEMENTS RE INTEREST USE AS EXPLAINED IN REF B AND PARA 2 
ABOVE ARE ACCEPTABLE. 11. ADVISE WHETHER MONTHLY STATEMENT 
COVERING FIXED DEPOSITS AS WELL AS CURRENT DEPOSITS AND INTEREST 
CAN HENCEEORTH BE EORWARDED TO EMBASSY EOR TRANSMITTAL TO FONOEE. 
III. ADVISE WHETHER COURSE OF ACTION PROPOSED BY EMBASSY RE 
DEPOSITS AT NOTICE (PARA 6 ABOVE) ACCEPTABLE; IE SO PLEASE SO 
INSTRUCT BANK WITH COPY TO EMBASSY. B) DEPARTMENT; ASSUMING 
PROPOSED ARRANGEMENTS RE INTEREST USE (REE B AND PARA 2 ABOVE) 

ARE ACCEPTABLE TO HICOM, AUTHORIZED EMBASSY TO EXCHANGE LETTERS 
WITH EONOEF AND BANK AS DESCRIBED REE B PARA 2 A AND PARA 3 ABOVE. 
HODGSON 
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